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Abstract 


Health  care  expenditures  in  the  United  States 
exceeded  12  percent  of  the  gross  national  product  (GNP) 
and  are  subject  to  rise  to  15  percent  of  GNP  by  the 
turn  of  the  century.  The  high  cost  of  health  care  in 
the  civilian  sector  also  plagues  the  Civilian  Health 
and  Medical  Program  of  the  Uniformed  Services  (CHAMPUS) 
for  6.2  million  eligible  beneficiaries  in  the  Military 
Health  Services  System.  The  inflationary  cost  for 
mental  health  care  has  led  to  numerous  demonstration 
projects  which  emphasize  cost  control  and  quality  care. 
The  Contracted  Provider  Arrangement  (CPA) -Norfolk 
demonstration  project  places  a  fixed  price  contractor, 
using  managed  care  techniques,  at  risk  to  provide  care 
in  the  Tidewater  area  where  cost  for  mental  health  care 
has  averaged  twice  the  national  average.  Since  1986, 
the  CPA-Norfolk  contract  Ijas  been  successful  in 
reducing  inpatient  care  cost  and  lengths  of  stay  (LOS) 
compared  to  standard  CHAMPUS.  However,  the  effort  has 
not  produced  evidence  that  some  of  its  alternative 
treatment  measures,  such  as  partial  hospitalization, 
produces  acceptable  levels  of  clinical  outcomes.  The 
purpose  of  this  study  is  to  review  the 


ii 


effectiveness  of  the  utilization  management  and  case 
management  process  in  the  CPA-Norfolk  project.  The 
study  will  also  compare  the  outcome  measures:  cost, 
LOS,  and  incidence  of  rehospitalization  between  the 
CPA-Norfolk  program  and  standard  CHAMPUS.  One-way 
analysis  of  variance  for  unequal  cell  sizes  will  be 
used  as  the  primary  statistical  tool  to  test 
significance  at  the  p  <  .01  level. 
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Introduction 

Conditions  Which  Prompted  the  Study 

Inaccessibility  and  the  continuing  rise  in  health 
care  expenditures  have  prompted  the  government  to 
search  for  better  ways  to  contain  costs  (Carlisle, 

1989) .  In  fact,  health  care  in  the  United  States 
accounts  for  12  to  13  percent  of  the  gross  national 
product  (GNP) ,  a  measure  of  the  nation's  annual  output 
of  goods  and  services  which  is  fast  approaching  $6 
trillion.  Health  care  expenditures  in  1990  amounted  to 
approximately  $650  billion,  while  in  1991  these 
expenditures  accounted  for  $738  billion  (Meyer, 

Sullivan  &  Silow-Carrol,  1990  &  Melville,  1992). 
Enthoven  and  Kronick  (1991) ,  projected  that  health  care 
expenditures  would  reach  15  percent  of  the  GNP  by  the 
year  2000. 

The  Military  Health  Services  System  (MHSS)  has  not 
been  spared  the  steady  fast-paced  rise  in  health  care 
costs.  From  Fiscal  Year  (FY)  1981  to  FY  1986,  the 
Civilian  Health  and  Medical  Program  of  the  Uniformed 
Services  (CHAMPUS)  annual  expenditures  doubled  —  from 
$856  million  to  $1.73  billion.  From  FY  1986  to  FY  1989 
expenditures  grew  from  $1.73  billion  to  $2.5  billion, 
an  increase  of  over  50  percent. 
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Mental  health  care  costs  constitute  a  substantial 
portion  of  CHAMPUS  annual  expenditures,  and  those  costs 
too  have  risen  significantly.  From  FY  1980  to  FY  1984 
the  cost  per  inpatient  psychiatric  episode  rose  from 
$4,000  to  $7,800,  an  increase  of  90  percent  (Burns, 
Smith,  Goldman,  Barth,  &  Coulam,  1989;  Coulam  et  al., 
1990)  —  a  17  percent  average  annual  increase! 
Furthermore,  inpatient  psychiatric  services  increased 
from  $229  million  in  FY  1986  to  $522  million  in  FY 
1989,  an  increase  of  128  percent  (Professional  Affairs 
and  Quality  Assurance  Report,  Health  Affairs,  undated) . 
By  1990  the  $581  million  mental  health  care  costs 
accounted  for  one-fourth  of  the  total  CHAMPUS  health 
care  expenditures  (Abt  Associates,  1990a) . 

Interest  by  the  Congress  and  the  Department  of 
Defense  (DoD)  to  look  into  initiatives  which  may  reduce 
the  costs  of  medical,  especially  mental  health  care, 
while  maintaining  quality  has  sparked  a  number  of 
demonstration  projects.  The  CPA-Norfolk  program 
established  in  1986,  is  one  of  many  managed  care 
initiatives  specifically  designed  to  use  managed  care 
principles  in  high  cost  mental  health  care  areas.  The 
Norfolk-Tidewater  area  was  selected  because  mental 
health  care  costs  per  capita  in  this  region  amounted  to 
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twice  the  national  average,  $109  per  eligible 
benef icia>‘y,  compared  to  $50  elsewhere.  The  cost  per 
inpatient  day  in  the  Norfolk-Tidewater  area  was  40 
percent  higher  than  the  national  average,  $399  per  day 
compared  to  $283  elsewhere  (Smith,  Gaumer,  Barth,  & 
Wanene,  1988) .  Additionally,  the  average  length  of 
stay  (ALOS)  for  a  psychiatric  inpatient  visit  in  the 
Norfolk-Tidewater  region  (35  days) ,  was  nearly  three 
times  the  national  average  of  13  days  (Abt  Associates, 
1988) .  The  DoD  demonstration  project  will  end 
September  30,  1993. 

To  monitor  and  evaluate  the  CPA-Norfolk  program 
the  DoD  contracted  the  services  of  Abt  Associates, 
Incorporated,  which  is  analyzing  the  outcomes  of  the 
demonstration.  Though  it  appears  Abt  Associates  is 
conducting  an  effective  evaluation,  the  DoD  Health 
Affairs  office  has  not  conducted  a  thorough  assessment 
of  these  findings.  There, is  a  need  to  determine  if 
such  a  high-cost  contract  to  contain  mental  health  care 
costs  should  continue  in  this  and  other  high  cost  areas 
as  part  of  the  MHSS  (S.  Knight,  personal  communication, 
August  17,  1992).  Consequently,  further  study  is 
essential. 

Another  reason  for  the  study  of  the  CPA-Norfolk 
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program  is  the  congressionally-directed  comprehensive 
study  of  the  MHSS,  required  by  section  733  of  the 
National  Defense  Authorization  Act  for  1992  -  1993. 

The  Assistant  Secretary  of  Defense  for  Program  Analysis 
and  Evaluation  (ASD(PA&E))  was  tasked  to  conduct  this 
important  study.  The  study  is  in  the  process  of 
reviewing  six  major  issues  in  military  health  care,  and 
is  assessing  the  appropriateness  of  the  delivery  and 
quality  of  care;  one  such  area  under  review  is  mental 
health. 

It  can  be  assumed  that  a  negative  report  on  the 
delivery  and  quality  of  care  in  mental  health  by 
ASD(PA&E)  might  lead  to  unsolicited  direction  from 
Congress  on  how  to  better  manage  the  MHSS  (S.  Cirone, 
personal  communication,  September  17,  1992) . 

Problem  Statement 

The  management  problem  is  to  determine  whether 
utilization  management  an4  case  management  techniques, 
coupled  with  an  at-risk,  fixed  price  contract,  can 
effectively  improve  the  cost  and  quality  of  mental 
health  care  in  the  MHSS.  The  study  will  assess  the 
facts,  arrive  at  conclusions,  and  offer  recommendations 
relative  to  this  problem. 
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.  Coulam  et  al.  (1990) 


Literature  Review 
CHAMPUS  Mental  Health  Care  Costs 
have  stated  that  CHAMPUS  has  faced  pressure  to  reduce 
costs  since  the  1970s.  This  became  evident  in  the 
early-to-middle  1980s  when  the  CHAMPUS  budget  doubled 
in  five  years  from  $852  million  in  1981  to  $1.73 
billion  in  1986.  Additionally,  the  cost  per 
psychiatric  admission  rose  from  $4,100  in  1980  to 
$7,800  by  1984,  an  increase  of  90  percent,  yet  without 
evidence  of  improvements  in  quality. 

The  upward  spiral  in  health  care  costs  has  led  to 
efforts  by  the  Congress  and  DoD  to  improve  the 
efficiency  and  effectiveness  of  care  rendered  to 
CHAMPUS-eligible  beneficiaries.  Such  efforts  have 
sometimes  been  at  the  expense  of  freedom  of  choice, 
beneficiary  satisfaction,  access,  and  appropriateness 
of  care  (Office  of  the  Army  Surgeon  General  [OTSG 
Army],  1992). 

Cost  Containment  Strategies  and  Managed  Care.  Managed 
care  is  a  term  which  describes  a  broad  range  of  methods 
used  to  coordinate  and  manage  the  delivery  of  health 
care  in  a  cost  effective  and  clinically  appropriate 
manner.  Most  approaches  to  managed  care  use 
utilization  management  and  quality  assurance  as  means 
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to  ensure  that  care  is  necessary  and  appropriately 
administered  (Abt  Associates,  1990a;  Gillem,  1988) . 
Managed  care  —  more  widely  known  as  coordinated  care 
in  DoD  —  involves  the  patient,  the  provider,  and  the 
case  manager  working  together  to  plan  appropriate 
treatment  patterns.  The  case  management  system  is 
based  on  the  philosophy  that  most  patients  requiring 
acute  hospitalization  for  psychiatric  care  have 
lifelong  illnesses  which  require  high-cost,  long-term 
treatment  regimens.  The  hospitalization  itself  is 
therefore  reviewed  for  its  appropriateness,  with 
prevention  and  early  intervention  as  desirable  features 
of  the  ongoing  continuum  of  care  (Panzarino  & 

\<etherbee,  1990) . 

To  combat  the  significant  rise  in  health  care 
costs,  the  business  community  has  adopted  three  basic 
strategies : 

1.  Shift  the  economic  risk  to  the  patients  and 
providers  of  care  through  pricing  strategies; 

2.  Provide  financial  incentives  to  health  care 
systems  designed  to  control  resources  efficiently;  and 

3.  Control  the  process  of  care  through 
utilization  management  (UM)  methods  consisting 
essentially  of  preauthorization  certification, 
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concurrent  and  retrospective  review,  and  case 
management.  The  third  strategy  appears  to  be  the  most 
promising  approach  yet  in  assuring  prudent  use  of 
resources  while  maintaining  adequate  levels  of  care 
(Kahn,  1992;  Tischler,  1990). 

The  DoD,  with  its  tremendous  resources  targeted 
toward  readiness,  and  a  $15.3  billion  annual  health 
care  budget,  employs  a  fourth  strategy.  This  strategy 
is  the  use  of  short-term  regional  or  need  specific 
demonstrations  which  focus  on  the  broad  scale,  long¬ 
term  feasibility  of  various  approaches  to  achieving 
health  care  cost,  quality,  and  access  goals. 

There  are  numerous  demonstration  projects  in  the 
MHSS,  all  attempting  to  find  the  right  approach  to 
curtailing  escalating  health  care  costs,  while 
providing  appropriate  care  for  beneficiaries.  Some  of 
these  projects  include:  the  five  Catchment  Area 
Management  demonstrations;  the  Southeast  Region  Fiscal 
Intermediary  (FI)  Preferred  Provider  Program,  which 
serves  more  than  800,000  beneficiaries  in  five  states; 
the  CHAMPUS  Reform  Initiative  (CRI) ,  serving  815,000 
beneficiaries  in  California  and  Hawaii;  the  Fort  Bragg 
Mental  Health  Services  demonstration;  and  the  CPA- 
Norfolk  demonstration  (OTSG  Army,  1992) . 


7 


This  study  will  focus  on  the  CPA-Norfolk  program 
primarily  because  it  is  the  largest  single  DoD  mental 
health  managed  care  initiative,  and  because  data  exist 
since  the  inception  of  the  demonstration  in  1986. 

These  data  beg  for  analysis  and  management  action. 

The  government  spends  an  average  of  $32  million 
annually  to  provide  mental  health  services  under  the 
CPA-Norfolk  contract  (General  Accounting  Office  report, 
1993) .  The  CPA-Norfolk  contract  provides  comprehensive 
mental  health  services,  as  necessary,  for  more  than 
250,000  DoD  health  care  beneficiaries  who  reside  in  the 
Tidewater  area  of  Virginia.  A  large  amount  of  data  and 
information  is  available  which  can  be  used  to  better 
assess  whether  or  not  managed  care  principles  in  the 
mental  health  arena  are  effective  for  the  MHSS. 
Strategies  Used  in  Private  Industry.  Huth  (1986) 
examines  how  two  companies,  GTE  Corporation,  and 
Stouffers  Corporation,  have  effectively  implemented 
preferred  provider  organizations;  independent  provider 
associations;  and  utilization  review  programs  into 
their  mental  health  benefit  package  for  employees. 

Both  companies  took  a  proactive  stance  because  of  the 
belief  that  they  could  reduce  company  cost  for  mental 
health  problems  by  hiring  provider  organizations  which 
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did  not  provide  a  wide  disparity  of  treatment  patterns. 
Additionally,  independent  utilization  review  firms  were 
hired  to  confirm  appropriateness  of  care,  lengths  of 
stay  (LOS) ,  and  discharge  criteria.  Both  companies 
felt  it  was  important  to  maintain  access,  and  not 
create  artificial  barriers  to  care. 

Robert  H.  Rosen  of  the  Washington  Business  Group 
on  Health,  estimates  as  many  as  15  percent  of  the 
population  have  a  diagnosable  mental  health  illness, 
but  only  20  percent  of  these  actually  enters  the  mental 
health  system.  From  this,  Stouffer  and  GTE  believe 
early  intervention,  continued  maintenance,  and 
acceptance  of  mental  health  needs,  are  key  to  reducing 
overall  costs. 

McGuire  (1987)  found  that  companies  with  300  or 
more  employees,  covered  by  a  company  health  insurance 
plan,  will  have  five  percent  to  eight  percent  of  their 
employees  making  mental  health  visits  during  the  year; 
half  of  these  will  seek  out  mental  health  specialists. 
Moreover,  employers  are  noting  that  a  large  portion  of 
these  visits  are  for  inpatient  care  with  long  (LOS) . 

Trauner  (1987)  revealed  that  employers  susp  cted 
corruption  in  the  mental  health  industry  because  actual 
LOS  for  inpatient  mental  health  care,  appeared  to  mimic 
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authorized  LOS  coverage  for  defined  areas.  This  has 
led  many  employers  to  question  the  need  for  inpatient 
services,  their  true  cost,  and  the  profit  margins 
enjoyed  by  the  suppliers  of  care. 

Trauner  further  states  that  there  are  four 
approaches  to  cost  containment  which  are  used  in  health 
care:  (1)  economic  risk  sharing  through  restructuring 
of  copays,  deductibles,  and  coinsurance;  (2)  increased 
use  of  ambulatory  care  to  reduce  inpatient  services; 

(3)  use  of  utilization  controls,  by  reviewing  medical 
appropriateness  for  inpatient  care,  high-cost  case 
management,  and  billing  audits;  and  (4)  use  of  cost 
efficient  provider  organizations. 

Besides  utilization  management  as  a  strategy  to 
control  mental  health  expenditures,  the  shifting  of 
economic  risk  on  patients  and  providers  appears  to 
work.  The  Tenneco  company  in  Houston,  Texas  changed 
its  mental  health  plan  for  its  employees.  It  changed 
its  coverage  for  both  inpatient  and  outpatient  care  by 
Increasing  employee  co$t  share.  The  coverage  was 
changed  for  inpatient  care,  from  no  deductible,  to  a 
variable  deductible  of  $100  -  $200  based  on  employee 
salary  level.  An  increased  copayment  ranging  from  20 
to  50  percent  was  made,  and  the  company  also  limited 
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the  LOS  policy  to  45  days  per  year.  The  company,  in 
its  hard  line  approach,  showed  substantial  savings. 
Inpatient  care,  which  represented  81  percent  of  total 
mental  health  charges,  was  reduced  to  63  percent  of 
mental  health  costs.  Though  successful  in  reducing 
overall  cost,  the  study  did  not  adequately  assess 
appropriateness  of  care  and  remission  from  illness 
(Tsai,  Reedy,  Bemachi  &  Lee,  1988). 

The  debate  continues  on  whether  less  costly 
alternative  treatment  patterns,  namely  partial  or 
short-term  hospitalization  for  acute  psychiatric 
patients,  are  better  suited  than  standard  psychiatric 
hospitalization. 

Click,  Hargreaves,  Drues,  and  Showstack  (1976) 
studied  the  effects  of  long-term  versus  short-term 
hospitalization  on  a  group  of  74  patients  with 
nonschizophrenic  disorders.  Their  results  showed  no 
statistical  difference  in  jthe  effectiveness  of 
treatment  between  the  two  types  of  hospitalization. 

More  importantly,  results  did  not  support  the  need  for 
extended  hospitalization  for  acute  patients.  The 
investigation  did  suggest  the  sample  size  used  may  have 
been  too  small,  but  did  not  support  the  use  of  costlier 
treatment  patterns. 
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Riessman,  Rabkin,  and  Struening  (1977)  also 
reviewed  the  relative  effectiveness  of  short-term 
versus  standard  hospitalization  for  acute  psychiatric 
patients.  Their  research  looked  at  the  effects  of 
crisis  intervention  theory,  use  of  antipsychotic 
medications  and  the  prevention  of  iatrogenic  effects  or 
"social  breakdown  syndrome"  (Gruenberg,  1967), 
associated  with  long-term  hospitalization.  In 
reviewing  program  effectiveness,  outcome  measures  used 
included  incidence  of  rehospitalization  and  symptom 
manifestation  at  follow-up. 

Riessman  et  al.  (1977)  reviewed  12  different 
studies  from  1969  to  1977,  most  of  which  looked  at 
rehospitalization  rates  as  an  outcome  measure  over  one 
and  two-year  study  periods.  Erickson  (1975)  identified 
the  standard  recidivism  or  relapse  rate,  for 
psychiatric  patients,  one  year  after  initial  discharge 
to  be  40-50  percent.  However,  it  was  not  identified  if 
this  was  for  chronic  or  acute  patients.  Later  studies 
(Colenda  and  Hamer,  1989;  Solomon,  Gordon  and  Davis, 
1984;  Weinstein,  1983)  confimned  the  recidivist  rate  of 
40-50  percent  for  chronic  psychiatric  patients. 

Havassy  and  Hopkin  (1989)  identified  the  average 
recidivist  rate  for  acute  psychiatric  patients,  within 
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one  year  of  initial  discharge,  as  32  percent. 

Additionally,  all  studies  reviewed  by  Riessman  et 
al.  support  short-term  hospitalization  as  an  effective 
alternative  to  standard  hospitalization.  No 
statistical  differences  in  the  return  of  social 
function,  global  adjustments,  and  risk  of 
rehospitalization,  after  initial  discharge,  were  found. 

There  were  several  limitations  found  with  the 
studies  reviewed  by  the  Riessman  group.  First,  several 
of  the  studies  generalized  all  psychiatric  patients, 
and  did  not  attempt  to  single  out  specific  diagnosis 
categories.  Second,  the  reliability  of  diagnoses  were 
absent.  The  use  of  a  claims  process  review  through  a 
fiscal  intermediary  (FI) ,  could  have  potentially  served 
as  a  secondary  check  for  correct  diagnosis,  making  the 
diagnoses  data  more  reliable.  Third,  most  of  the 
sample  comparisons  did  not  stratify  among  age,  sex,  and 
other  factors  which  may  have  influenced  significant 
differences  between  specific  groups.  Therefore,  the 
results  may  be  spurious. 

The  researchers  further  concluded  that 
standardized  procedures  which  are  reliable,  valid,  and 
provide  testing  of  differentiated  hypotheses  should  be 
used  in  future  studies.  It  was  also  recognized  16 
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years  agv,.  that  the  relative  cost  of  short-term,  versus 
standard,  hospitalization  should  be  an  integral  part  of 
future  studies. 

A  report  by  Systemetrics  (1992)  on  acute 
psychiatric  readmissions  within  30  days,  identified  how 
rehospitalization  rates  were  used  to  evaluate  the 
quality  and  effectiveness  of  psychiatric  treatment 
patterns.  The  report  identified  how  readmission 
prevalence  differs  among  various  treatment  patterns. 

It  also  stated  how  recidivist  readmissions  were  not 
necessarily  all  valid.  Systemetrics  suggested  that 
future  studies  should  include  three  classifications  for 
readmissions:  "definitely  preventable";  "probably 
preventable";  and  "not  preventable"  readmissions. 

As  part  of  the  effort  to  curtail  rising  mental 
health  care  costs,  treatment  programs  with  partial 
hospitalization  features  have  emerged  as  viable 
substitutes  for  standard  acute  inpatient  care  (Gudeman, 
Dickey,  Evans,  &  Shore,  1985) . 

Sullivan  and  Grubea  (1991)  conducted  a  study  which 
assessed  the  effectiveness  of  a  day  treatment  program. 
Their  results  concluded  that  patients  who  completed  the 
program  were  more  successful  in  reducing  the  incidence 
of  rehospitalization,  or  outpatient  follow-up,  through 
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the  first  year  after  initial  discharge,  than  those  who 
did  not  complete  the  program.  The  study  also  found 
that  87  percent  of  patients  who  completed  the  program 
were  able  to  function  in  more  demanding  settings  than 
those  who  did  not  complete  the  program. 

Russell  and  Busby  (1991)  reviewed  patient 
satisfaction  surveys  as  measurement  indicators  on  the 
success  of  psychiatric  day  treatment  programs.  They 
found  strong  correlations  between  patient  satisfaction 
and  patient  dropout  rates  (indirect),  treatment 
compliance  (direct) ,  and  service  utilization  (direct) . 
They  also  noted,  that  patient  satisfaction  is  a  valid 
and  reliable  indicator  of  quality  of  care  (Office  of 
Technology  Assessment,  1988) . 

The  survey  asked  for  overall  satisfaction  with  the 
day  treatment  program,  based  on  a  7 -point  scale;  on 
specific  program  components  on  a  4-point  scale;  and 
open-ended  questions  on  expectations,  suggestions  and 
improvements.  Overall  the  survey  found  a  high  degree 
of  satisfaction  by  patients,  and  the  findings  were 
consistent  with  other  favorably  rated  questionnaires  on 
day  treatment  programs.  In  conclusion,  the  researchers 
stated  the  value  of  assessing  patient  satisfaction 
could  be  further  complemented  with  the  use  of  other 
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outcome  and  quality  measures. 

Carroll  (1990),  with  additional  information 
provided  by  Abt  Associates,  identified  the  Tidewater 
area  (Portsmouth,  Norfolk,  Newport  News,  and  Hampton) 
as  the  site  for  the  CPA  demonstration  because  mental 
health  cost  in  the  area  was  twice  the  national  average. 
The  original  at-risk  contractor,  Sentara  First  Step 
(SFS)  employed  the  use  of  a  managed  care  concept  using 
UM  and  quality  assessment  under  a  firm  fixed  price 
contract  in  1986.  The  demonstration  was  designed  to 
place  the  contractor  at  risk  for  the  cost  of  care  by 
allowing  1)  the  contractor  to  manage  care  for  patients 
into  lower  forms  of  delivery  and  2)  monitoring  the 
quality  of  care  provided  to  ensure  alternative 
treatment  patterns  were  uncompromising.  Other  features 
of  the  program  included:  case  management,  provider 
networks,  claims  processing,  and  partial 
hospitalization. 

Use  of  the  above  features  in  the  demonstration 
program  allows  the  at-risk  contractor  to  have  the 
flexibility  and  incentive  to  work  under  a  broader  scope 
of  treatment  options. 

In  1989  the  recompetition  of  the  contract  resulted 
in  a  contract  awarded  to  First  Hospital  Corporation 
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(FHC) .  The  features  of  the  original  contract  were 
maintained  by  FHC.  Since  the  inception  of  the  CPA- 
Norfolk  contract,  Abt  Associates  had  the  evaluation 
contract  while  SysteMetric/McGraw-Hill  had  the  quality 
assessment  contract. 

Abt  Associates  (1990b)  concluded  that  SFS,  under 
the  original  contract  from  1986  to  1989,  significantly 
reduced  cost  and  utilization  of  inpatient  mental  health 
care  using  managed  care  techniques.  The  report 
also  identified  the  need  for  DoD  to  develop  a  Patient 
Care  Management  System,  which  contains  a  Utilization 
Management/Case  Management  (UM/CM)  portion  for  the 
CHAMPUS  mental  health  program. 

Utilization  Management  in  Mental.  Health. 

Traditionally,  utilization  management,  consisting 
of  preadmission/concurrent  review,  and  case  management 
were  for  Inpatient  stays,  and  conducted  by  companies 
not  at  financial  risk  for^care.  It  can  be  presumed 
that  a  utilization  review  firm,  under  no  economic  risk 
or  incentive  to  recommend  alternative  treatment 
patterns  to  care  providers,  will  not  create 
controversial  disturbance  in  its  evaluation  of  medical 
modalities  and  protocols.  It  may  even  be  conservative 
in  its  evaluation  process,  and  accept  a  wider  disparity 
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of  treatment  plans,  than  one  which  is  financially  at- 
risk. 

Trauner  (1987)  identified  a  host  of  mental  health 
programs  with  cost  containment  potentials.  Many  have 
limited  their  financial  risk  by  restricting  inpatient 
stay  and  increasing  short  term  therapy.  However, 
quality  of  care  outcome  measures  for  these  programs  is 
still  an  unresolved  issue. 

Goldensohn  (1977)  reviewed  the  use  of  a  prepaid 
group  mental  health  service  under  the  Health  Insurance 
Plan  of  Greater  New  York  (HIP) .  The  service  was 
similar  to  a  health  maintenance  organization  (HMO)  for 
mental  health.  The  HMO  mental  health  features  include: 
(1)  reasonable  cost  per  illness  episode;  (2)  low 
inpatient  cost  due  to  lower  inpatient  utilization 
rates;  and  (3)  utilization  review  mechanisms  to  help 
achieve  quality  of  care.  Overall,  the  utilization 
review  program,  which  was -part  of  the  service,  reduced 
cost  per  mental  health  incident,  and  produced  lower 
utilization  rates  than*  normally  found  in  the  area. 
Goldensohn  also  states  that  there  is  a  cost  advantage 
in  supplying  mental  health  through  an  HMO  system  which 
uses  preventive  measures  to  reduce  mental  health 
problems  and  medical  services.  He  adds  that  to 


18 


evaluate  the  program  effectively,  one  must  look  at  cost 
per  illness  per  year,  rather  than  cost  per  service. 

This  is  a  generally  accepted  practice,  which  looks  at 
the  cost  of  the  entire  treatment  spectrum  for  a 
specific  illness,  rather  than  individual  sessions. 

This  is  based  on  acceptance  of  the  fact  that  very  few 
individuals  are  cured  of  a  specific  mental  illness 
after  just  one  treatment  session. 

The  HIP  study  supports  the  HMO  mental  health 
concept  in  that  the  majority  of  mental  health  patients 
(87  percent) ,  are  appropriately  treated  by  the  group 
with  significant  favorable  results.  The  remaining  13 
percent  who  require  more  definitive,  long-term  therapy 
are  not  helped  by  the  acute  mental  health  treatment 
patterns,  and  are  referred  accordingly.  The  purported 
success  of  the  HMO  group  mental  health  concept  is  based 
on  the  availability  of  24-hour  outpatient  coverage,  the 
use  of  utilization  review -procedures,  and  the  lack  of 
financial  incentive  for  hospitalization.  However, 
Goldensohn  cautions  that  quality  of  care  issues  must 
remain  tantamount  with  controlling  cost  of  care. 

Shueman  (1987)  states  that  the  use  of  case 
management  in  mental  health  is  quite  new.  Though  case 
management  has  been  used  in  public  mental  health  and 
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social  service  systems  for  many  years,  it  has  been  used 
infrequently  in  privately  funded  health  care  services. 
There  are  several  reasons  for  this.  First,  cost 
containment  strategies  have  recently  led  private 
organizations  to  use  case  management  techniques  as  a 
means  to  curtail  rising  costs.  Second,  the  case 
management  process  is  most  effective  within  a  service 
delivery  system,  and  private  mental  health  care  has  not 
traditionally  been  delivered  through  organized  systems. 
Only  since  the  advent  of  PPOs,  HMOs,  and  other 
structured  health  organizations  in  mental  health,  has 
there  been  an  appropriate  forum  for  case  management 
use. 

Shueman  also  addresses  the  two  roles  of  case 
management.  The  first,  more  traditional  role,  acts  as 
the  advocate  for  the  client.  This  supportive  case 
management  role  is  normally  found  in  the  public  sector, 
supporting  the  chronic  disabled  patients  who  receive 
care  primarily  through  long  term  facilities,  with 
little  chance  for  recovery.  The  supportive  case 
management  role  ensures  that  the  clients  receive  the 
seirvices  to  which  they  are  entitled.  The  second  role, 
which  is  seen  in  service  delivery  programs,  is  the  case 
manager's  commitment  to  client  rehabilitation.  Under 
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this  model,  the  case  manager  identifies  and  obtains 
services  which  he  or  she  believes  will  provide  the 
greatest  probability  of  recovery,  in  the  shortest  and 
cheapest  manner.  However,  one  of  the  problems  with 
this  is  that  the  case  manager  must  broker  services 
without  controlling  the  resources  among  potentially 
conflicting  interests  by  the  mental  health  group,  the 
provider,  and  the  client. 

Rodriguez  and  Maher  (1986)  reviewed  the  use  of 
psychiatric  case  management  for  the  CIBA-GEIGY 
Corporation.  The  company  was  concerned  about  its  lack 
of  an  effective  psychiatric  review  program  which 
challenged  the  appropriateness  of  rising  costs  and 
excessive  lengths  of  inpatient  stay.  The  company  hired 
Preferred  Health  Care,  a  for-profit,  psychiatric  review 
firm  to  conduct  psychiatric  case  management.  CIBA- 
GEIGY  used  preadmission  screening  and  continued 
inpatient  care  review,  to  "include  after-care,  to  help 
monitor  escalating  costs  and  LOS.  The  company 
experienced  a  reductioA  in  LOS  from  29.5  days  in  1983, 
to  22.7  days  in  1985.  There  was  also  a  26  percent 
inpatient  cost  avoidance  during  the  same  period. 

Though  it  was  not  proven,  the  company  attributed  the 
reductions  to  its  case  management  program. 


21 


A  recent  American  Hospital  Association  news 
article  identified  a  push  by  the  American  Psychological 
Association  (APA)  to  use  an  integrated  care  model, 
designed  to  allow  private  industry  employers  to 
negotiate  with  individual  mental  health  providers, 
rather  than  with  managed  care  firms.  The  APA  contends 
that  managed  care  firms  have  not  curbed  rising  cost  for 
care,  and  have  indiscriminately  promoted  minimal 
treatment  for  acute  and  chronically  ill  patients. 
According  to  the  APA's  executive  director,  companies 
should  allow  their  employees  to  have  the  freedom  to 
select  from  an  array  of  providers;  this  will  foster 
competition,  and  reduce  cost. 

Freedom  of  choice  is  also  echoed  by  military  lobby 
groups  who  do  not  favor  the  restrictions  found  in  HMO- 
type  programs.  Many  feel  the  constraints  imposed  by  an 
HMO-type  option,  found  in  the  military  managed  care 
program,  will  dampen  the . relationship  and  level  of 
comfort  many  patients  have  established  with  their  own 
physician  (Military  Coalition  Meeting  with  the 
Assistant  Secretary  of  Defense  for  Health  Affairs, 
February  1993) . 

Wennberg,  Barnes,  and  Zubkoff  (1982)  wrote  a  paper 
on  medical  professional  uncertainty  in  a  supplier- 
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induced  demand  environment.  Their  review,  which  looks 
at  the  differences  in  per  capita  use  of  surgical 
procedures  in  neighboring  areas,  supports  the 
hypothesis  that  variations  in  cost  for  the  same 
procedures,  performed  by  different  physicians,  are  in 
part  due  to  patient  needs. 

In  theory,  consumers  know  what  they  want,  how  much 
they  need,  and  the  effectiveness  of  goods  and  services 
obtained  in  order  for  them  to  be  satisfied.  However, 
in  health  care,  consumers  cannot  ascertain  their  care 
needs  as  easily,  and  because  the  consumer  in  general  is 
not  a  big  participant  in  the  out-of-pocket  expense  for 
their  own  health  care,  he  or  she  often  relies  on  the 
physician  to  determine  need.  The  physician  assists  in 
the  determination  of  value  of  care  over  cost  for  the 
consumer,  and  becomes  both  the  seller  to  the  insurer, 
and  the  agent  for  the  insured.  In  all,  physicians  can 
manipulate  deiiiand  based  pq  professional  control  of  the 
industry.  Wennberg  et  al.  further  stated  that  if 
health  outcomes  are  not  clearly  better  in  high-rate 
consumption  strategies,  than  in  low-rate  strategies  in 
community  based  populations,  then  additional  weight 
should  be  given  to  population  risks  and  costs,  and  less 
weight  to  benefits.  The  researchers  also  noted  that 
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physicians  practice  as  they  were  trained;  those  who 
were  trained  to  be  conservative  will  typically  practice 
conservatively . 

Purpose 

The  purpose  of  this  study  is  to  review  and  assess 
the  influence  that  UM/CM  may  have  on  the  CPA-Norfolk 
demonstration  project  by  analyzing  the  following 
outcome  measures:  total  government  cost,  ALOS,  and 
incidence  of  rehospitalization  for  acute  inpatient 
affective  psychoses  (the  dependent  variables) . 

To  create  the  data  sets  used  in  the  study,  sponsor 
social  security  number;  gender;  patient  date~of -birth; 
diagnosis  code;  end  date  of  hospitalization;  and 
patient  disposition  were  used  as  the  independent 
variables.  Statification  of  two  age  groups,  (13-17 
years  of  age  and  45-64  years  of  age) ,  were  used  because 
the  literature  supported  a  high  prevalence  of  affective 
psychoses  in  these  groups^ 

Escalating  mental  health  costs  have  forced  the  DoD 
to  find  appropriate,  efficient,  and  effective  ways  to 
treat  patients.  There  is  a  need  to  determine  if  the 
managed  care  techniques  used  in  the  CPA  mental  health 
care  demonstration  program  actually  make  a  difference 
in  reducing  cost  while  providing  good  quality  and 
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appropriate  access  to  care. 


The  null  (Ho)  and  the  alternate  (H.)  hypotheses  for 
the  study  are  as  follows: 


Hoi:  There  is  no  significant  difference  in  the 

average  government  cost  of  care  for  adolescents,  13  to 
17  years  of  age  treated  for  affective  psychoses  by  CPA- 
Norfolk,  CHAMPUS  with  Health  Management  Strategies 
International  (HMSl)  as  the  UM  contractor,  and  CHAMPUS 
without  HMSI. 

H>i:  There  is  a  significant  difference  in  the 
average  government  cost  of  care  for  adolescents,  13  to 
17  years  of  age  treated  for  affective  psychoses. 


Ho2:  There  is  no  significant  difference  in  the 
average  government  cost  of  care  for  adults,  45  to  64 
years  of  age  treated  for  affective  psychoses  by  CPA- 
Norfolk,  CHAMPUS  with  HMSI,  and  CHAMPUS  without  HMSI. 

H«2:  There  is  a  significant  difference  in  the 
average  government  cost  of  care  for  adults,  45  to  64 
years  of  age  treated  for  affective  psychoses. 

Hos:  There  is  no  significant  difference  in  the 
ALOS  for  adolescents,  13  to  17  years  of  age  treated  for 
affective  psychoses  by  CPA-Norfolk,  CHAMPUS  with  HMSI, 
and  CHAMPUS  without  HMSI. 

Has:  There  is  a  significant  difference  in  the 
ALOS  for  adolescents,  13  to  17  years  of  age  treated  for 
affective  psychoses. 

Ho4:  There  is  no  significant  difference  in  the 
ALOS  for  adults,  45  to* 64  years  of  age  treated  for 
affective  psychoses  by  CPA-Norfolk,  CHAMPUS  with  HMSI, 
and  CHAMPUS  without  HMSI. 

Ha4:  There  is  a  significant  difference  in  the 
ALOS  for  adults,  45  to  64  years  of  age  treated  for 
affective  psychoses. 

Hos:  There  is  no  significant  difference  in  the 
incidence  of  rehospitalization  for  adolescents,  13  to 
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17  years  of  age  treated  for  affective  psychoses  by  CPA- 
Norfolk,  CHAMPUS  with  HMSI,  and  CHAMPUS  without  HMSI. 

His;  There  is  a  significant  difference  in  the 
incidence  of  rehospitalization  for  adolescents,  13  to 
17  years  of  age  treated  for  affective  psychoses. 

Ho6:  There  is  no  significant  difference  in  the 
incidence  of  rehospitalization  for  adults,  45  to  64 
years  of  age  treated  for  affective  psychoses  by  CPA 
Norfolk, CHAMPUS  with  HMSI,  and  CHAMPUS  without  HMSI. 

Hi6:  There  is  a  significant  difference 
in  the  incidence  of  rehospitalization  for  adults,  45  to 
64  years  of  age  treated  for  affective  psychoses. 


Method  and  Procedures 

The  study  identifies  variances  and  significant 
differences  among  three  different  mental  health 
programs  for  a  known  patient  diagnosis  code  from  the 
Diagnostic  and  Statistical  Manual  of  Mental  Disorders, 
third  edition,  revised  (DSM-III-R) .  Total  government 
cost,  ALOS,  and  incidence  of  rehospitalization  will  be 
examined  for  diagnosis  code  296,  affective  psychosis, 
for  CHAMPUS  eligible  beneficiaries  in  the  CPA-Norfolk 
demonstration  program  in  FY  1991;  standard  CHAMPUS  in 
FY  1986;  before  the  institution  of  UM/CM;  and  standard 
CHAMPUS  with  a  UM/CM  contract  in  FY  1991. 

Study  Design 

The  use  of  the  two  CHAMPUS  programs  to  compare 
against  the  CPA  demonstration  was  made  to  allow  a 
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three-way  comparison  of  an  at-risk  UM  contract  (CPA- 
Norfolk) ,  a  not  at-risk  UM  contract  (CHAMPUS  with 
HMSI) ,  and  a  program  without  UM  to  be  used  as  a 
baseline  (standard  CHAMPUS) .  The  current  CHAMPUS 
contract  with  HMSI  covers  all  UM  for  mental  health  in 
the  United  States  except  for  demonstration  sites  in 
Tidewater,  Virginia,  and  all  of  California  and  Hawaii. 

The  dependent  variables  or  outcome  measures  used 
in  this  study  were:  the  total  government  cost  for 
care,  ALOS,  and  incidence  of  rehospitalization  for 
affective  psychoses.  For  this  study,  higher  government 
cost  and  ALOS  for  affective  psychoses  within  the  three 
programs  were  considered  unfavorable  outcomes. 

Likewise,  recidivism  or  relapse  of  affective  psychoses 
requiring  rehospitalization  within  one  year  for  the 
seune  four  digit  episode  under  DSM-III-R  (296. X),  was 
considered  a  poor  quality  outcome. 

The  independent  variables  (sponsor  social  security 
number,  gender,  patient  date-of -birth,  diagnosis  code, 
beginning  and  ending  date  of  hospitalization,  and 
patient  disposition)  were  instrumental  in  determining 
the  initial  number  of  inpatient  occurrences  and 
reoccurrences  for  the  specific  diagnosis  investigated. 
As  stated  earlier,  stratification  of  the  age  groups 
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(13-17  years  and  45-64  years)  were  used  primarily 
because  the  literature  supported  a  high  prevalence  of 
affective  psychosis  in  these  groups.  Male  and  female 
patients  were  not  separated  but  were  grouped  together. 
According  to  the  DSM-III-R,  specific  episodes  of 
affective  psychosis  such  as  bipolar  disorders  are 
equally  common  in  both  sexes,  while  other  episodes  such 
as  major  depression  are  more  common  in  females. 

However,  since  recovery  periods  between  males  and 
females  were  not  discussed  in  the  reviewed  literature, 
it  did  not  seem  appropriate  to  distinguish  between  male 
and  female  patients. 

The  nature  of  the  study  was  both  qualitative  and 
quantitative.  The  qualitative  portion  reviews  the 
process  and  use  of  UM  in  mental  health  care  and 
identifies  salient  points.  The  quantitative  portion 
serves  to  support  the  literature  review  on  the  use  of 
UM  in  mental  health  by  addressing  the  comparison  of 
total  government  cost,  ALOS,  and  incidence  of 
rehospitalization  among  the  three  programs.  The 
quantitative  comparisons  allowed  inferences  to  be  drawn 
on  the  effect  of  UM/CM  on  the  aforementioned  outcome 
measures . 
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The  data  collected  for  the  CPA -Norfolk 
demonstration  (FY  91) ,  and  CHAMPUS  (FY  86)  were 
extracted  from  the  Tidewater,  Virginia  area  part  of  DoD 
Region  2  (Appendix  A) .  The  Tidewater  area  consists  of 
approximately  250,000  beneficiaries,  from  Virginia 
districts  20  and  21  (Appendix  B) .  The  Tidewater  data 
were  extracted  from  the  zip  codes  which  make  up  this 
region  (Appendix  C) . 

The  data  for  the  CHAMPUS  program  with  the  HMSI 
contract  for  FY  1991  came  from  the  Richmond,  Virginia 
area.  Richmond  was  used  because  there  were  very  few 
standard  CHAMPUS  cases  in  the  Tidewater  area  which  were 
not  attributable  to  the  CPA  program.  Tidewater 
accounted  for  a  limited  number  of  actual  cases  to 
compare  the  three  programs.  This  problem  led  to  the 
need  to  draw  a  sample  or  population  for  affective 
psychoses  under  the  CHAMPUS  program  with  HMSI  from 
another  area.  Zip  codes  for  the  Richmond  area  were 
used  to  build  the  CHAMPUS  program  with  HMSI  case  file. 

All  data  used  to  determine  beneficiary  population 
and  diagnosis  categories  were  collected  from  the 
Defense  Medical  Information  System  (DMIS) ,  supplied  by 
Vector  Research,  and  the  OCHAMPUS  Systems  Division. 
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The  data  were  assumed  to  be  reliable  and  valid  based  on 
100  percent  retrospective  reviews  conducted  by  FIs  to 
determine  appropriate  payments  for  treatment.  It  was 
noted  that  such  reviews  were  more  administrative  than 
clinical  prior  to  the  introduction  of  the  UM/CM 
contracts.  This  was  also  the  case  with  the  standard 
CHAMPUS  program  before  HMSI. 

Statistical  Analyses 

The  outline  of  this  study,  which  consisted  of  the 
review  of  a  specific  diagnosis  (affective  psychoses) , 
specific  year  groups,  and  a  defined  population, 
narrowed  the  scope  to  allow  the  use  of  actual 
population  case  files.  The  study  was  not  limited 
therefore,  to  using  samples.  Descriptive  statistics, 
and  the  analysis  of  variance  for  unequal  cell  sizes, 
were  used  as  the  primary  tools  in  determining 
significance  at  the  p  <  .01  level  for  the  three 
programs.  The  use  of  p  <  .01  was  used  to  reduce  the 
probability  of  committing  a  Type  1  error  in  the 
analysis  of  the  null  hypotheses. 

Results 

The  results  of  the  study  were  compiled  with 
CHAMPUS  data  from  the  DMIS  through  Vector  Research.  A 
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list  of  variable  codes  was  used  to  extract  information 
from  the  DMIS  data  bank  (Appendix  D) .  Appendices  E,  F 
and  G  contain  the  data  runs  for  the  FY  1991  CPA 
demonstration  project  (Tidewater  area) ;  FY  1991 
standard  CHAMPUS  (Richmond  area) ;  and  FY  1986  standard 
CHAMPUS  (Tidewater  area) .  The  study  revealed  several 
interesting  results  from  the  three  programs.  These 
results  are  described  below. 

Total  Government  Cost 

The  descriptive  statistics  identified  the  FY  1986 
Tidewater  area  with  the  lowest  cost  for  affective 
psychoses  for  both  age  groups.  However,  after 

Table  1  CHAMPUS  Inflation  Rates _ 

CHAMPUS  Inpatient  Inflation  Rates  for  Psychiatry 

Inflation  Ratea 
FVt7-^ca 
FYa8-.2686 
FYW-.1086 
FYM- jnse 

•FY  91  ahoiaad  a  woflattva  iiiflalien  rata  basafl  on  tfia  aatinMit  to  eomplation  of  cMnt 
procassad  through  Dacambar  1991. 

bilormallon  hoiii  OCHAMPUS  Syatama  Olviaion  Mantal  Haalth  Coata  Raport  (Fabruary  1992) 
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Table  II  Avg  Cost/Admission  (13-17) 


DESCRIPTIVE  STATISTICS 

Affective  Psychoses  Cost  (13-17  Years) 

Name 

Va$iMla 

MCei^ 

N  Mean  Std.  Dev. 

Min. 

Max. 

CPA 

1 

47  6.167.1360  15,234.3900 

421.80 

98,352.64 

Richmond 

1 

106  23,165.6400  28.409.8600 

564.91 

222,432.80 

Tidewater 

1 

560  •5.772.2860  4.658.6360 

100.00 

39,425.22 

•Coat  aflar  inflation  $9,885.7496 

SoufCK  Uicfodal  SoaMM  Pragram 

Table  III 

Avg  Cost/Admission  (45-64) 

DESCRIPTIVE  STATISTICS 

Affective  Psychoses  Cost  (45-64  Years) 


Name 

CPA 

Richmond 

Tidewater 


Ho-r 

1 

1 

1 


N  Mean  Std.  Dev. 
18  2.676.7180  2.976.4360 

11-  7.268.8610  6.564.3440 
82  •3.244.0399  2.700.9460 


Min.  Max. 
342.00  13.224.00 
508.11  24.339.15 
100.00  14.124.31 


•Coat  aflar  inflation  $6,565.8173 


adjusting  for  inflation  to  reflect  FY  1991  dollars 
using  the  inflation  scale  at  table  I,  the  CPA-Norfolk 
program  had  the  lowest  average  government  cost  for 
acute  inpatient  affective  psychoses,  in  both  groups 
(Tables  II  and  III) . 

The  ANOVA  conducted  on  the  average  government  cost 
for  age  group  13-17,  revealed  £  =  89.22,  at  2  and  710 


Table  IV  One-Way  ANOVA  (13-17) 


Affactive  Psychoses  ANOVA, 

13-17  Years 

Dtp  VAR: 

COST  M: 

713 

MULTIPLE  R: 

.44t  SQUARED  MULTIPLE  R: 

.201 

ANALYSIS  OP  VARIANCE 

SOORCE 

SOM-OP-SQUARES 

OP 

MEAN-SQUARE 

P-RATIO  P 

X 

.270324E>11. 

2 

.135163E4-11 

S9.234  0.000 

aUMR 

.  1075S<E4'12 

710 

.  1S141S7E40S 

sssss 

ISSmSSSSSAA< 

USAS 

OEP  VARt 

U>S  M: 

713 

MULTIPLE  Rt 

.37S  SQUARED  MULTIPLE  R: 

.141 

ANALYSIS  OP  VARIANCE 

sooRce 

SUM-OP-SQUARES 

DP 

MEAN-SQUARE 

P-RATIO  P 

X 

X2ie7S.CS3 

3 

6SS3S.343 

St. 329  0.000 

ERROR 

S01.407.37S 

710 

LAAAAJ 

113S.743 

SAASSASSSASSSSAASSSSSSAAAAASSAAAAASASASSStSSlS 

OEP  VARi 

INCID  N: 

713 

MULTIPLE  R: 

.133  SQUARED  MULTIPLE  R: 

.010 

ANALYSIS  OP  VARIANCE 

SOURCE 

SOM-OP-SQOARCS 

OP 

HCAH-SQOARB 

P-RATlO  P 

X 

0.140 

2 

0.070 

0.304  0.002 

ERROR 

7.771 

710 

ASSS4 

0.011 

S4SSA 

tOUMCt:  Sytui  tetlwere  Preyiii 
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Average  Length  of  Stay 


The  descriptive  statistics  revealed  the  CPA 
program  had  a  lower  ALOS  for  affective  psychoses  among 
the  three  programs  for  age  group  45-64  (Table  VI) ,  but 
was  second  lowest,  for  age  group  13-17  (Table  VII) . 

Table  VI  Affective  Psychoses  ALOS  (45-64) 


DESCRIPTIVE  STATISTICS 

Affective  Psychoses  ALOS  (45-64  Years) 

Name _ rSSi  N  Mean  Std.  Dev.  Min.  Max. 

CPA  2  18  10.2778  6.8925  4.00  32.00 

Richmond  2  11  18.3636  11.2006  7.00  39.00 

Tidewater  2  82  10.9878  9.11267  0.00  48.00 


Table  VII  Affective  Psychoses  ALOS  (13-17) 


DESCRIPTIVE  STATISTICS 

Affective  Psychoses  ALOS  (13-17  Years) 

Name _ SSSt  N  Mean  Std.  Dev.  Min.  Max. 

CPA  2  47  24.1702  39.2463  5.00  265.00 

Richmond  2  106  53.8208  75.4571  2.00  609.00 

Tidewater  2  560  15.4286  15.4079  1.00  144.00 

tnaoe  MlttoilM  goftn  Ptogram 
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The  ANOVA  from  tables  IV  and  V  revealed  £  =  58.32, 
2  and  710  df,  at  £  <  .001,  for  the  13-17  age  group,  and 
£  =  3.466,  2  and  108  df,  at  p  =  .035,  for  the  45-64  age 
group  respectively.  Based  on  the  F-ratio  from  the 
ANOVA  table  in  Thorndike  (1982),  of  4.61  and  4.79,  at 
the  E  =  .01  level,  we  reject  the  Ho3  for  group  13-17, 
and  accept  Hot  for  group  45-64. 

Incidence  of  Rehospitalization 

The  descriptive  statistics  on  the  incidence  of 
rehospitalization  for  affective  psychoses,  showed  the 
CPA  program  with  the  largest  incidence  of 
rehospitalization  for  both  age  groups  (Tables  VIII  and 
IX) .  There  were  no  occurrences  of  rehospitalization 

Table  VIII  Affective  Psychoses  Rehospitalization 
(13-17) 


DESCRIPTIVE  STATISTICS 

Affective  Psychos^  Rehosp  (13-17  Years) 


Name 

>  N 

Mean 

Std.  Dev. 

Min. 

Max. 

CPA 

3> 

47 

0.0638 

0.2471 

0.00 

1.00 

Richmond 

3 

106 

0.0094 

0.0971 

0.00 

1.00 

Tidewater 

3 

560 

0.0071 

0.0843 

0.00 

1.00 
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for  Richmond  in  FY  1991,  and  Tidewater  in  FY  1986,  for 
the  45-64  group.  Calculation  of  rehospitalization  was 
based  on  recurrence  of  the  first-four,  of  the  five 
digit  diagnosis  code,  within  one  year  after  initial 
discharge. 

Table  IX  Affective  Psychoses  Rehospitalization 
(45-64) 


DESCRIPTIVE  STATISTICS 

Affective  Psychoses  Rehosp  (45-64  Years) 


Name 

nsxi 

N 

Mean 

Std.  Dev. 

Min. 

Max. 

CPA 

3 

18 

0.0556 

0.2357 

0.00 

1.00 

Richmond 

3 

11 

0.0000 

0.0000 

0.00 

0.00 

Tidewater 

3 

82 

0.0000 

0.0000 

0.00 

0.00 

Again,  the  ANOVA  from  tables  IV  and  V  revealed 
£  =  6.384,  2  and  710  df,  E  *  .002,  for  group  13-17,  and 

£  =  2.661,  2  and  108  df,  g  »»  .074,  for  group  45-64. 

From  these  results,  we  rejected  Hos  for  group  13-17,  and 

accepted  Ha6  for  group  45-64. 

Discussion 

The  descriptive  statistics  on  the  cost  and  ALOS 
for  affective  psychoses  showed  unusually  high  standard 
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deviations  which  may  be  attributable  to  the  diversity 
and  unpredictable  effects  associated  with  mental  health 
treatment  patterns.  The  results  from  this  study  also 
showed  no  conclusive  evidence  as  to  which  program  is 
better,  without  further  investigation  of  additional 
quality  measures.  However,  the  results  do  allow 
inferences  to  be  drawn  on  the  use  of  UM  and  its  effects 
on  cost,  ALOS,  and  incidence  of  rehospitalization  which 
can  serve  as  a  spring-board  for  future  definitive 
studies . 

Total  Government  Cost 

The  statistics  reveal  a  distinct  difference  in  the 
mean  total  government  cost  for  acute  inpatient 
affective  psychoses.  The  cheapest  admission  cost  per 
episode  belongs  to  CPA.  However,  a  clear  assessment  is 
not  complete  without  including  the  total  cost  for 
follow-up  outpatient  care.  This  was  beyond  the  scope 
and  available  data  of  this  study,  however,  information 
extracted  from  the  OCHAMPUS  Systems  Division  reveal 
some  interesting  results,  not  specific  to  affective 
psychoses . 

A  five-year  comparison  (FY  1988-FY  1992)  of 
outpatient  care  cost  between  CHAMPUS  (National) ,  and 
CPA  revealed  a  steady  closing  of  the  cost  gap  between 
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the  two  programs  (Figure  1) . 


Figure  1  CHAMPUS/CPA  5-Year 

Outpatient  Cost/Visit 


Excluding  the  CPA  cost  increase  from  FY  1990, 
the  increases  are  slight,  and  at  times  appear  to 
parallel  each  other  (Table  X) .  More  intriguing, 
hospital  cost  per  day  under  CHAMPUS  has  steadily 
increased,  while  that  of  the  CPA  has  decreased,  but 
professional  compensation  in  CPA  has  surpassed  that  of 
CHAMPUS  (Table  XI) .  Perhaps  this  is  a  direct  result  of 
the  at-risk  contract  to  ratchet  down  waste,  which  may 
improve  profit  margins,  and  allow  for  legitimate 
competitive  professional  services. 
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Table  X  Total  Outpatient  Care  Cost  for 
CHAMPUS  and  CPA,  FY  1988-1992 


Outpatient  Psychiatric  Care  Costs 


FheHtoin 

OulpiCoM 
($  ki  nilUou) 

OnpIVitiM 

CocUVM 

taciMM  ton  PinAna 

CHAMPUS  ptokMil) 

FYH 

S102.4St 

I.I0M70 

$SS.I4 

FVM 

$II.40S 

I.4S7.7M 

tS4JS 

■0.04M 

FVM 

$N.6M 

I.S7S^ 

S5$.M 

0.0ISS 

•FY91 

SMJItS 

1.73S.S22 

tS5.24 

0.0007 

•fVN 

t103.0M 

1.7N.5M 

SS7J2 

0.0370 

CPMIORFOU 

FVM 

$  9071 

149^1 

$41.47 

FVM 

t  7.447 

1I24» 

t4e.H 

•0.0303 

FVM 

I  MM 

202.7W 

t44JI 

0J007 

FVII 

$  MM 

MS44S 

$45J1 

0.0101 

FVM 

$  <0JS7 

$4t.67 

0.0300 

•FY  11/K  CHAUPUS  dM.  NtnaM  to  centMon 
biMd  M  cWm  pmcMiH  ttraugk  Jtiuiy  INS 

INnnNM  ton  OCHAMFUS  DiiWM 


In  summary,  it  appears  that  the  inpatient  cost  gap 
between  CHAMPUS  and  CPA  is  increasing  (Figure  2) .  This 
information  may  require  a  more  definitive  follow-up 
study  to  validate  the  data. 
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Table  XI  Acute  Psychiatric  Hospital  Cost  and 
Professional  Compensation 


Acute  Psychiatric  Hospitalization 
Diagnosis  Codes  (290-316) 


H0»P  Cfl«l/P9Y, 

CHAMPUS  (Natl) 

Prof  Caat/Dav 

BHal  C06t/0«Y 

FY88 

$340.61 

$36A9 

$377.10 

FY89 

$351.79 

FY90 

$357 AO 

$37.14 

$39434 

*FY91 

$383.72 

$3SJ>1 

$421.73 

•FY  92  $391.74 

CPA-Norfolk 

$42234 

FYSS 

$210A5 

$22^9 

$23334 

FY89 

$203A3 

$22S1 

$22534 

FY90 

$188.54 

$31.76 

$22030 

FY91 

$201.20 

$3SS1 

$23631 

FY92 

$203.93 

$36.18 

$240.11 

*  FY  91/92  CHAMPUS  data,  aatUiiatad  to  eomplation 
baaad  on  elaima  procosaad  through  January  1993. 

Information  from  OCHAMPUS  Systama  DIvUlon 


Inpatient  Cost  Conparison 
CHAMPUS/ CPA- Nor  fo  I  k 


leea  Ceet/oar 


aieeei  Teer 

Ceet  Oete 
CHMVUS  H-  CM 


Figure  2  CHAMPUS/CPA  5-Year 
Inpatient  Cost/Day 
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since  Richmond  is  not  in  the  same  area  as 


Tidewater,  though  it  is  in  the  same  military  region,  it 
became  apparent  that  one  should  compare  the  FY  1991 
Richmond  cost  data,  which  has  a  UM  portion,  with 
Richmond  without  UM  (FY  1986) .  After  adjusting  for 
inflation,  the  actual  total  government  cost  per 
inpatient  affective  psychoses  episode  from  Richmond  (FY 
1991) ,  was  much  higher  than  the  adjusted  cost  per 
episode  from  FY  1986,  before  UM  (Table  XII).  Upon 
further  review,  the  total  government  cost  per  day  for 
the  13-17  age  group  (FY  1991)  was  lower  than  FY  1986, 
which  was  expected,  but  higher  for  the  45-64  age  group, 
which  was  not  expected.  One  possible  reason  for  this 

Table  SIX  Richmond  Affective  Psychoses  Data 
FY  86  and  91  Comparison 

Comparison  of  Richmond  Data 

FY  1986  and  1991  (Affective  Psychoses) 


may  have  been  the  effects  from  the  Desert  Storm  call-up 
of  the  reserve  forces,  creating  an  aberration.  Other 
potential  reasons  could  be  attributable  to  the 
differences  in  accounting  mechanisms  used  in  claims 
processing,  and  LOS  tracking  methods  used  in  FY  1986. 

Or  it  could  be  an  actual  attempt  by  the  mental  health 
community  to  exploit  revenue  profits  from  this  age 
group.  In  any  case,  the  actual  population  size  for  the 
45-64  age  group  was  quite  small,  and  warrants  further 
investigation.  Future  comparative  analyses  should 
include  data  from  FYs  1992  and  1993  to  determine  if 
there  is  indeed  a  positive  or  negative  effect  of  the 
CHAMPUS  UM  program  on  mental  health  care  costs  in  the 
Richmond  area. 

Average  Length  of  Stay 

The  statistics  showed  a  distinct  difference  in  LOS 
among  the  three  programs  for  age  group  13-17. 
Surprisingly,  the  Tidewater  area  (CHAMPUS  without  HMSI) 
in  FY  1986  had  the  lowest  LOS  among  the  programs.  A 
closer  review  of  the  DMIS  data  from  the  FY  1986  tapes 
(Appendix  6)  reveals  an  unusual  number  of  consecutive 
multiple  readmissions  for  the  same  patient  with  the 
same  diagnosis.  It  appears  that  these  patients  were 
released  for  weekends,  and  then  readmitted,  rather  than 
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given  passes.  The  multiple  readmissions  identified  in 
the  data  were  not  counted  under  the  criteria  set  for 
incidence  of  rehospitalization  because  they  appeared  to 
be  part  of  the  original  admission  diagnoses.  Whether 
multiple  readmissions  identified  from  the  data  were 
actually  an  accounting  mechanism  used  by  FI's,  or  part 
of  the  standard  practice  used  for  mental  health 
patients  at  the  time,  these  appeared  to  mask  the 
expected  LOS  for  the  FY  1986  standard  CHT^PUS  program. 
Based  on  mental  health  literature,  LOS  would  have  been 
expected  to  be  at  or  near  the  authorized  limit. 

The  use  of  the  independent  UM  contract  under  HMSI 
in  the  Richmond  area  in  FY  1991  did  not  appear  to  have 
an  effect  in  reducing  the  LOS  well  below  the  60  day 
authorization  (53.8  days).  However,  to  better  assess 
the  validity  of  this  statement,  the  data  should  be 
compared  with  FYs  1992  and  1993  data.  Again,  FY  1991 
may  have  been  an  aberration  caused  by  Desert  Storm. 

The  CPA  demonstration  in  FY  1991  showed  a 
significant  difference  in  LOS  from  standard  CHAMPUS  in 
Richmond.  Desert  Storm  had  an  effect  on  both  programs, 
however,  CPA  was  still  much  cheaper,  and  had  a 
significantly  lower  LOS  for  its  patients  with  affective 
psychoses.  It  can  be  inferred  that  the  at-risk  nature 
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of  the  CPA  contract  had  something  to  do  with  cheaper 
inpatient  stays,  and  the  use  of  alternative  treatment 
patterns  such  as  partial  hospitalization.  The  use  of 
partial  hospitalization  results  in  more  intense  use  of 
supplies  than  is  found  in  an  outpatient  setting,  but  is 
less  costly  than  conventional  inpatient  treatment 
methods . 

Overall,  ALOS  for  acute  inpatient  psychiatric  care 
was  much  higher  in  CHAMPUS  (National)  than  under  CPA 
(Table  XIII) .  A  graphic  illustration  reveals  no 
significant  closing  of  the  ALOS  gap  between  the  two 
programs  (Figure  3) . 

Table  XZZI  CHAMPUS/CPA  ALOS  Comparison 


Acute  Psychiatric  Hospitaiization 

Diagnosis  Codes  (290-316) 

Total  Admissions  ALOS/Admission 


CHAMPUS  (Nari) 


FY88 

36,374 

31.65 

FY89 

32,142 

33.15 

FY90 

32,320 

34U>5 

*FY91 

31,119 

31.54 

•FY92 

24,262  ■* 

31.39 

CPA-Norfolk 

FY88 

6,250 

10.85 

FY89 

2,958 

14.30 

FY90 

1,958 

14.07 

FY91 

2,214 

11.44 

FY92 

3,032 

11.25 

*  FY  91/92  CHAMPUS  data,  estimated  to  completion 
based  on  claims  processed  through  January  1993. 

information  from  OCHAMPUS  Systems  Division 
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ALOS  Comparison 
CHAMPUS/ CPA- Norfolk 


35 
30 
23 
20 
13 
10 
3 
Q 

1988  1989  1990  1991  1992 

Y—r 

ALOS  OBta 

■  -  CHAMPUS  H-  CPA 


AL06/AdMiS8<on 


Figure  3  CHAMPUS/CPA  5-Year 
ALOS  Comparison 


Incidence  of  Rehospitalization 

The  results  from  the.ANOVA  conducted  on  the 
incidence  of  rehospitalization  reveal  a  rejection  of 
the  null  hypothesis  for  age  group  13-17,  and  acceptance 
of  the  hypothesis  for  the  45-64  group. 

It  appears  that,  the  CPA  program  had  a  larger 
incidence  of  recidivist  rehospitalization  when  compared 
with  the  other  programs  for  the  13-17  age  group. 
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However,  the  percentage  and  actual  numbers  of 
recidivist  patients  were  quite  small,  less  than  seven 
percent  for  CPA,  and  less  than  one  percent  for  the 
others  (Tables  VIII  and  IX) .  An  appropriate  weight 
must  be  given  to  determine  whether  or  not  the  low 
incidence  of  rehospitalization  encountered  was 
significant  and  within  a  minimal  acceptable  range. 
Based  on  the  literature,  it  appears  that  all  three 
programs  meet  the  acceptable  range  for  recidivist 
rehospitalization  of  32  percent  (Havassy  and  Hopkin, 
1989) . 

In  the  45-64  age  group,  only  CPA  had  recorded 
incidences  of  rehospitalization.  However,  the  ANOVA 
revealed  no  significant  difference  for  this  outcome 
measure  among  the  three  programs.  This  may  have  been 
attributable  to  the  low  number  of  actual  case  episodes 
found  during  the  study  period. 

It  can  be  stated  from  the  above  findings  that  to 
arrive  at  more  definitive  conclusions  about  the 
incidence  of  rehospitalization  under  the  programs, 
further  studies  are  needed,  using  FY  1992  and  1993 
data. 

Consumer  Satisfaction 

An  opinion  survey  was  conducted  by  the  Keckley 
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Group,  an  independent  marketing  firm,  for  the  current 
CPA  contractor  (FHC)  for  the  Tidewater  area.  It  was  an 
effort  to  compare  FHC  user  satisfaction  with  commercial 
users  of  other  mental  health  managed  care  programs.  A 
random  sample  of  patients  was  chosen  to  participate  in 
telephone  interviews.  The  survey  was  subjective,  and 
based  on  a  five-point  scale,  with  "S'*  being  excellent. 
The  results  showed  a  nine  percent  higher  user 
satisfaction  for  the  FHC  plan,  than  with  other 
commercial  plans. 

There  were  several  limitations  discovered  with 
this  survey.  First,  it  compared  two  different  types  of 
patient  populations  —  CHAMPUS  eligibles,  and  other 
civilian  eligibles,  not  specified.  Since  there  may  be 
inherent  differences  with  the  two  systems,  and  in 
patient  expectations,  it  might  have  been  more 
efficacious  to  compare  CHAMPUS  eligible  FHC  users  and 
non-users.  Second,  the  subjectiveness  associated  with 
patient  satisfaction  is  based  upon  individual 
interpretation,  without  definitive  standards.  The  lack 
of  defined  standards  could  cause  the  results  to  mask 
the  actual  effectiveness  of  the  program.  Third,  the 
results  from  the  survey  did  not  identify  whether  there 
were  any  statistically  significant  differences  between 
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the  FHC  users  and  the  commercial  users. 

Conclusion 

Does  utilization  management  and  case  management 
techniques,  coupled  with  an  at-risk  fixed  price 
contract,  improve  the  cost  and  quality  of  mental  health 
care  in  the  military? 

It  appears  that  UM/CM,  as  part  of  an  at-risk 
contract,  does  control  the  cost  and  LOS  associated  with 
acute  inpatient  care  for  affective  psychosis  in  a  high 
cost  area.  The  CPA  program's  continued  pursuit  to 
contain  costly  inpatient  stays,  while  using  alternative 
treatment  methods,  magnifies  the  need  for  quality 
effectiveness . 

The  quality  indicator  used  in  the  study  found  that 
the  CPA  program  had  the  highest  incidence  of 
rehospitalization  for  the  13-17  year  group,  however  it 
was  well  within  the  acceptable  range. 

Further  studies  should  be  done  with  FYs  1992  and 
1993  data  to  determine  if  indeed  there  are  significant 
differences  in  recidivism  rates.  The  next  obvious 
question  is  whether  the  MHSS  is  willing  to  accept 
higher  incidence  of  recidivism  for  potential  overall 
lower  cost  totals  for  care  in  other  high  cost  regions. 

Additionally,  further  studies  should  follow  the 
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full  range  of  both  inpatient  and  outpatient  care  per 
individual  episode.  This  will  allow  an  assessment  of 
the  total  cost  of  care,  whether  treatment  was  solely 
inpatient,  or  a  combination  of  inpatient  and 
alternative  treatment  plans. 

The  five-year  inpatient  cost  comparison  of  CHAMPUS 
and  CPA  (Figure  2) ,  appears  to  show  a  curtailment  of 
cost  growth  for  CHAMPUS  in  FYs  1991  and  1992.  This  may 
indicate  that  the  external  UM  program  under  HMSI  is 
working.  However,  there  is  still  a  wide  disparity 
between  average  inpatient  cost  per  day  between  CHAMPUS 
and  CPA.  The  CPA  program's  ability  to  reduce  hospital 
costs  has  allowed  professional  fee  compensation  to 
remain  competitive  with  CHAMPUS  rates,  and  in  FY  1992, 
professional  fees  in  CPA  surpassed  CHAMPUS  (Table  XI) . 

Overall,  the  comparison  of  the  three  programs  has 
shown  marked  differences  in  cost  and  ALOS  without 
compromise  in  quality.  But  the  reader  is  cautioned 
that  other  quality  indicators  should  be  reviewed  and 
evaluated  before  a  definitive  assessment  is  made. 

Inferences  drawn  from  the  results  of  the  study 
suggest  that  UM/CM  has  a  sentinel  effect  on  resource 
allocation  and  use  in  mental  health.  The  appearance  of 
a  monitoring  system  cautions  mental  health  providers  to 


50 


tailor  their  treatment  patterns  within  a  specified 
acceptable  range. 

Besides  obvious  start-up  costs,  and  provider  and 
patient  education  requirements,  the  at-risk  contract 
appears  to  be  a  viable  option  in  large,  populated,  high 
cost,  and  competitive  mental  health  areas.  In  rural 
areas  with  limited  resources  and  competition,  such  a 
program  may  not  work. 

In  these  times  of  a  growing  health  care  budget, 
and  the  call  for  National  Health  Care  Reform,  the  need 
to  relinquish  certain  luxuries  for  the  good  of  all  may 
become  self-evident.  Patients  accustomed  to  having 
freedom  of  choice,  which  may  include  a  wide  assortment 
of  available  treatment  options,  will  likely  become 
restricted  under  a  new  agenda  to  curtail  expenditures, 
improve  access,  and  maintain  appropriate  levels  of 
quality  health  care. 

Based  on  the  results, of  the  findings  from  this 
study,  it  is  recommended  that  the  demonstration  project 
be  continued  until  other  quality  measures  can  be 
reviewed  for  appropriateness  and  effectiveness  of  care. 
If  other  quality  indicators  from  the  CPA  demonstration 
prove  to  be  no  less  effective  than  other  programs,  cost 
effectiveness  should  become  the  deciding  factor. 
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PLANNING  DISTRICTS  AND  THEIR  COMPONENT 
COUNTIES  AND  INDEPENDENT  CITIES 
COMMONWEALTH  OF  VIRGINIA 


SOURCE:  Virginia  Department  Of  Health 
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